
Attachment 5 

FINANCIAL STATEMENTS 

As a start-up company, the Applicant submits the &mzial statements of EFS, Inc. EFS, Inc. is an affiliate which, 
like the Applicant, is whollydwned by Frank Evans. EFS, Inc. will guarantee the initial operations of the 
Applicant. 
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Mlson, Price, Barranco, Blankenship & Biilingsley, P.C. 

Stockhoiders 
EFS; Inc. 
Montgomer]l, Alabama 

We have compiled the accompanying consolidared balarxz sheers of EFS, Inc. as of August 3 I.1999 
and 1998 and the related consolidated statements of income, rerained earnings and cash flows for 
the vears then eaded, in accordance with Statements on Standards for Accounting and Review 
&&es issued by the American Institute of Certified Public Accountants. 

A compilation is limiied to presenting in the form of fmanciai smtements information that is the 
represemation of management. We have not audited or reviewed tie accompanying financial 
statements and, accordingiy, do not express an opinion or any other form ofaswrance o@hec. 

November 20, 1999 



EFS, I3C. 
COXSOLIDATED BiUiWCE SKEETS 
AUGUST: 1, 1999 .XvD 199s 

ASSETS 

CTJRREIUT ASSETS 

Cash and cash equivalents 4 4,078,93 s 4171,934 
Loans receivable l,J11,682 1,427.795 
Yates receivable - current portion (less allowaccc 

for doubtful accounts of 94,927 and Sl3,606) 
Xotes receivable - related parties 
Inventory 
Other c’urrenr assets 

Total current assetz 

PROPERTY &YD EQUXPME;VT 

Furniture, fixtures and equipment 
Transportation equipment 
Lexsehoid improvements 

:J,7Si 40,SiS 
609,585 i.00d.514 

:.060:045 2.645,727 
49.985 65.760 

9225.0 1 s 9.:59.561 

720.!73 
:0:,635 
385.237 

Las xcnmulated depreciation 

Net property and equipment 

OTHXR ASSETS 

Sores receivabie related panies 
Cther 

Tom.1 other assets 

T0T.G ASSETS 

1999 

1,409,055 
X23.63 1 

550.424 

199s 

1,00~,5~5 
55.391 

1.060.1!5 

3 10.798.423 
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LLUXLITIES .AJ’D STOCKHOLDEXS’ EQUTTY 

CLam LL&luJ..ITrES 

xotore payable 
Long-term debt - curxt maturities 
Accounts payabie and accrued expenses 
Cusromer layaway deposits 

Tom.1 cunex liabiliries 

LONG-TERM DEBT 

Longtenn debt - noncurrent maturities 

TOT.& LUBIUTIES 

STOCKHOLDEW EQLYTY 

Common sroc!~, Si par value. 1,000 shares 
authorized, issued ard outsranding 

Addirionai paid-in cqAwL 
Retained earnings 

TOTAL STOCKHOLDEXS’ EOGITY 

1999 1998 

S 5,749,056 S ;>497,595 
1X,561 169,6 12 
209,095 364,320 
506.626 574.933 

J.S9S.l3S 4.506.M9 

159.61?. 794.721 ” 

4.757.750 4.501.170 

1,000 1,000 
Il.671 i 1,671 

6.552.U4 j.984.j92 

6.565. II5 5.997263 

TOT.&L LlABlZLITEZS AXD STOCKHOLDERS’ EQUITY S I I.:?2365 S 10.798.1;3 

See accompanying accountam compilation report and notes to financial siatemnents. 
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EFS, INC. 
COKSOLrDATED STATEMENTS OF MCOMJZ 
FOR THE YEARS ENDED AUGUST 31, 1999 AND 1998 

1999 1998 

REVEXTS 

Sales $ 6,X35,533 S 6,74L,541 

Interest income 2252.974 2.766.778 

Total revenues S.S?S.SOi 9.508.110 

COST OF SALES 

Beginning inventory 2.645 711 , - 2,154,063 
Purchases :,SSO,j60 4,14S,987 

Ending inventory (3.060.0451 C.645.321> 

Total cost of sales ~.466.242 1.757.;2; 

REVENL-ES NFaT OF COST OF SALES 5.372.565 5,751.096 

OPERkTNG EzXPENSES 

Advertising 191,725 I 5S16S2 
Automobile expense 37,189 32,925 

Bad debt expense 5O,SS2 43>897 

Confiscxed merchandise 15,015 5;$856 
Contrxt services lOa i’7 1 - 77.541 

Depreciation and amortizkm i 19,744 101.4ss 
Education and training 52,747 ?6,lJ5 

hSUK~CZ 
.,~_.. 
lJb,YUY iTO,633 

Inrerest ?2,666 56,516 

Legal and accountin- lO2.752 13;,327 D 
Miscellaneous 104,018 s4,52a 

Profit sharing 20,000 20,000 
Postage Jl,OOY 44,420 
Rem 495,976 460.96J 
Repairs and maintenance 49,453 3 1,958 
Salaries and sales commissions 2,369,‘14 2,439,9&J 

SCZCllri~ 23,925 IS.744 

Service charges 40,632 40,575 

Supplies 157,432 1 I:,5 13 
Taxs and licenses 195,006 207.944 
Travel and entertainment 21,613 20,228 
Utilities 199.922 153.236 

Total operating expenses 4573,075 4.461.X2 

See accompanying accountants’ compilation report and notes to fmancial statements. 

3 



EFS, Ii\iC. 
CONSOLIDATED STATEMEmS OF MCOME 
FOR THZ YEARS EXDED AUGUST 31, 1999 AM3 1998 

OTI3ER I??COMF 

NCOMIE FROM co NTNUING OPER4TIONS 
BEFORE INCOME T,LYES 

NCOME T.kXXS 

NCOME FROM co NTE-KKNG OPERATIONS 

INCOME (LOSS) FROM DISCONTINUED OPERkTIONS 
(net of income tax benefit of SZ.SflS and S72,774) 

?4ET NCOMX 

1998 

s 71.096 

1.;60.460 

500.359 

S60.101 

(S6.7::) 

$ 773.365 



EFS, IBC. 
CONSOLIDATED STATEMEXTS OF RITAIXED EARNINGS 
FOR TYKE YEAX ENDED AUCXST 3 I, 1999 AND 199s 

1999 1998 

BAIXYCE AT BEGIXWG OF YEAR S 5,984,592 $ 5,2 11,224 

Fier income for the year 567.852 773.368 

BALXYCE AT EXD OF YEAR S 6552.44 S 5.984392 



EFS, Die. 
COKSOLIDATE3 ST=\TE?v~TS OF CASA FLOWS 
FOR -i-X5 YE.4R.S E?iiED AUGUST : 1, 1449 ;t\iD jY9Q 

NCREASE @ECREME) N C.%SA .%XD C.iSA 
EQLZ-V.UEXTS 

1999 1908 

CC33 FLOWS FROM OPE,XkTNG ,ICTIVITcES 

Cash collecred from customers 
Inrerst allecred 
Cash paid :o suppliers and empioyees 
other inc3rr.e c2ilec:ed 
Interest paid 
Income LZIXS ?aid 

Net cash provided by operating activiries 

CASE FLOWS FROM l3VX5TI3G .kCTMTIES 

Net decxxe in pawn loans 
C3pird expenditures 

Xet ash (used) yovided by investin: xriviries 

C.kSA FLOWS FROM FNzkXCLvG .%CTIVlTIES 

Lsans io r&ted parry 
Proczxis from axes payabie - ne: 

P5ncipai paynents on lonyerm debt 

X.3 cash provideti by financing 3c:ivities 

.XXT (DECXX4SE) NCXX.X5% W ChSA &‘iD C;\A 
EQLn.%LE3TS 

C,lSH ,L\iD CGA EQLTV.kLE??TS .IT BEGIXiVJ3G 
OF PEiUOD 

CASH =L\ID C.%SH EQLIV.%LEZiTS .&T EXD OF PERIOD 

(66.X6) (53.673) 

Xi.Jhi 497,887 
i!71.360~ (:50.613‘, 

13.6;; 263.603 

(?3_?99) 695,012 



EFS, IXC. 
CONSOLIDATED ST.~TE?vLE.?JTS OF CASH FLOWS 
FOR THE YEARS EXDED ,\UGUST 3 1, 1999 A;uD 199s 

RECONCDLUTION OF 3iET NCOWE TO C.&SE PROVIDED BY 
OPEIUTNG ACTIYITIES 

NET NCOwlJZ 

ADJUS~IENTS TO RECOPiCTLE XET NCOivJIE TO XT 
CASH PROVIDED BY OPEIUTNG ACTIVITIES 

Allowance for doubtful accounts 
Depreciation and amonizarion 
Book value of abandoned assets 
Changes in assets and liabilities: 

Notes receivable 
Inventoly 
Other assets 
Accounts payable and accrued expenses 
Layaway deposits 
Income tu payable - ner 

Total adjustments 

NET CASH PROVIDED BY OPERATNG ACTMTIXS 

1999 1998 

S 567.557 S 773.365 

(5,679) (54$4) 
119,744 101,4% 
?I:165 

39,070 144,438 
(414,318) (407,638) 

(3,019) 17,458 
(55 ‘75) >-- (99,113) 
(65,196) (39,73 1) 
71.79! 155.149) 

(347.667) (;k?.Sl~l) 

s 220.155 S 3so.557 

See accompanying accounfant~ cxnpilation report and now to hancial rtateaents. 
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E.FS, NC. 
NOTES TO CONSOLIDATED FINANCIAL ST.~TE?JZENTS 
AUGUST 3 1, 1999 AND 1998 

1. SlXMARY OF SIGXIFICAV .4CCOUNTNG POLICIES 

Principles of Consolidafion 

The accompanying consolidated financial statements include the accounts of EFS, Inc. and its wholly- 
owned subsidiary, Pro Auto Sales, Inc. All significant intercompany balances and kmsactions have been 
eliminated in consolidation. The Company operates pawn shops in Montgomery, Birmingham, ?&bile 
and Tuscaloasa, Alabama, and substantially all of its customers are local residents. The Company also 
sold used automobiles in Montgomery through its subsidiary. This business closed on Mmch 3 1, 1948. 
See Note 6. 

Inventory represents merchandise acquired as a result of forfeited loans, merchandise purchased directly 
from the public and new merchandise purchased from vendors. 

Inventory is stated at the lower of cost (determined generally on a first-in, tint-out basis) or marker. 

Property nnd Equipment 

Property and equipment are recorded at cost. Depreciation is provided using stmight-line and acce!erated 
methods over the estimated useful lives ofthe various assets ran~$g from three to thirty-nine years. 

IMaintenance. repairs and minor renewals are charged against income when incurred. Additions xnd 
significant renewals are capitalized. 

lk. cost and accumulated depreciation ofassets sold or &red are removed from the respective accounts: 
any gain or loss from sale or retirement ofpropenj is reflected in income. 

intangible assets are amortized over their estimated useful lives or the terms of their agreemenrs. 

For purposes ofthe statement of cash flows, the Company considers all highly liquid debt instruments 
purchased with an original maturity of three months or less m be cash equivalents. 

s 



EFS, NC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 5 1, 1999 ?L\iD 1998 

1. SUMXkRY OF SIGXIFICAHT ACCOLJG POLICIES (Continued) 

Loam Rrceivable and Incomr Rrcqnitiort 

Pawn loans (“Loans Rexi vable”) are generally made on the pledge ofrwgibie perronal prope*, for one 
month, wit\ an automatic thirty-day extension period. Lnteresr incame on loans is recognized when the 
loan is repaid or renewed. 

If the loan Is not repaid, the principal amount loaned becomes the carrying vaiue ofdx forfeited collattxai 
(“inventory”) which is recovered through s&s. 

Layaways 

Customers may purchase inventory items on a layaway basis. Income is iecoFiz:d and inventory reiieved 
when the final payment is made. 

In preparing financial statements in conformity with generally accepred accounting principles, 
management is required to make estimates and assumptions that affec: the xponed amounts of assets and 
liabilities and the disc!osure of contingent assets and liabiiiries at the date of dx tinancial statements znd 
revenues and expenses during the reporting period. Actual results could differ from those estimates. 

Cunccntration of Credit Risk 

The Company maintains ir.s cash in bank deposit accounts which. ;LI k~s. m;ly exe:-d kdemily insured 
limits The Company Ius not experienced any losses in suci: xcounts. The Ctimpany believes i[ is not 
exposed m any significrmt credit risk on cash and cash equivalents. 

3. NOTES P.kY.aLE 

The Company has an operating line of credit available wid: a bark zc Augus; > I, 1999, in the amount of 
91,000,OOO. Tne credir line was unused at August 5 I, 1999. 

The note payable in the amount of S3,749,056 at August 3 I_ 1999, was payable to 3. bank and secured by 
United States T;easur]~ aills which were considered cash equivalents. 

- 
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EFS, NC. 
NOTES TO CONSOLIDATED FIijANCIAL STAT,TEMENTS ~j;.: 
AUGUST 3 I, 1999 AXE 1998 

3. LONG-TERM DEBT 
.,. 

Long-van debt is a~ follows: 

1999 1998 
Installment note payable secured by receivables and 
inventory, payable monthly :hrough April 1000, with 
interest at 5% above prime. s 72,504 s 157,397 

Installment note payable, secured by receivables and 
inventory, payable monthly through July 2002. wirh interest 
at 3% above prime. 

Mortgage payable secured by house and land. payable 
monthly through March 2021, with interest at 10.5%. 

189,637 246.036 

Less: Current maturities included in currenr liabilities 

30.532 3l.010 

292,973 464,333 

133.361 169.613 
‘-..~~. 

$ 159.612 13 29d.72 1 

Following are maturities of long-term debt (inclusive ofcurrent mmuriries): 

AMOGNT 

2000 s 133,361 
200 1 66>35 I 
2002 64,716 
2003 795 
2004 382 
Thereafter 26,568 

4. COMiWTMEXTS .&XD CONTNGENCIES 

The Company has entered into various noncance!able leases for certain company premises and equipment. 
The total rental expense for all Ieases for the years ended August 3 I, 1999 and 199s was 3493,976 and 
SW2,440, respec:ively. 
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EFS, NC. 
NOTES TO CONSOLIDATED FIXWCIAL STATEMEWS 
AUGUST 3 1, 1999 ANI 1998 

4. COMMITMENTS Aii CONTINGENCIES (Continued) 

Future minimum rental payments required under nonczmcelsble leases are as foHows: 

2000 
2001 
2002 
2003 
2004 

Total minimum fuNre lease payments 

s 153,500 
111,600 
91,950 -: 
55,800 
21.050 

..i 

5 433.900 

Ccnain leases expire during the periods shown above 2nd will eit!xx be renewed under available 
renewable options or renegotiated. 

5. NCOME TXXES 

The Company and its subsidiary tiie a consolidated federal income tn rewn. 

The componenrs of current income tax expense are 35 follows: 

. 

. . 

1999 1998 

Federal s 256,205 S 373,500 

Alabamx 29.685 54.085 

Toral s 315,990 $ 427,585 

6. DISCONTm%D OPERATIONS 

On March 3 I, 1998, the Company’s subsidiary, Pro Auto Sales, Inc., closed its operations. Accordingly, 
Pro Auto Sales, Inc. is reported as a discontinued ope:arion <or rhe year ended August 3 I, 1998. Net assets 
of *he discontinued operation at August 3 1, 1999 and 1998 consis: primxily of receivables. Net liabilities 
consist oiaccounrs payabie. 

Revenues applicable to the discontinued operations for the year ended August 3 I, 1999 consisted of: 

S&S 
Interest income 
Other incame 

Total rwenues 

s 7,509 
819 .A 

s 8.325 

II 
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EFS, IXC. 
NOTES TO CONSOLIDATED FIXANCIAL STATE.MENTS 
AUGUST :l, 1999 AND 199s 

7. RELATED PARTY ~U&KTIOWS 

The Company leases ce.rtain facilities from its rrockholders on an annuai basis. Rent expense paid to the 
stockholder to&d %190,500 and $160,500 in 1999 and 199S, respectiveiy. 

Notes reczivable - related party consists of the following: 

1909 199s 
Demand note receivable from Quik Pawn Shop 
Franchising, Inc., in&ding interest at 1 I .3% s SS6.650 $ X35.302 

Demand note receivable from Gateway Financial 
Services, Inc., including interest at 11.25%. 5Y6.365 i.oss_‘-:9 

Demand note receivable from Express Titie Pwn. Inc., 
inc!uding interest at 11.25%. 51,072 130365 

Demand note receivable from Express Check Serice. 
Inc., including interest at IL .25% 357.033 7.443 

Toral s 2.07!.130 5 2.009.049 

A portion of these notes has be-:1 recorded as long-term in both yexs. 

The majcriry shareholders of the above corporations are the shareholders of EFS. Inc 

S. RETIREMEi’i PLANS 

The Company sponsors a 40 L(k) retirement pian that covers aii eligible rmpioyees. E!isibie empioyezs 
may contribute up to 15% oftbeir compensation. Tne employees are IimireC by IRS re&xions as to the 
amount of contributions allowed. The Company’s matching is discxtionari and iimired to 15% of the 
participanis compensation. T’be Company’s contribution for the year ended Augusr 3 i; !999 and 1998 
was s2o,ollo each year. 

.,: 


